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RE: Approval of CTF funding for project entitled, South Africa:  Eskom Investment Support Project 

        
  
 
 
 
Dear Patricia: 
  
We appreciate this proposal to support the renewable energy development in South Africa trough a 250 
M $ CTF loan. The main arguments that lead us to support the component B: Sere Wind Project and 
Upington CSP Project of the IBRD loan are their pioneering nature and the transformational potential of 
both projects in the energy sector in South Africa and the South African region. The estimation of 
emission reductions of component B Sere Wind Project and Upington CSP Project is apparently not 
substantially high, but we are positive about the importance of these projects to underpin the renewable 
energy targets of South Africa.  
  
As usual we have some questions and comments to the document you have provided us with:  
  

1. For the purpose of the CTF TFC consideration and approval we are of the opinion that 
component B of the IBRD loan should have been presented separately from the IBRD loan of 
3,75 M $ but together with the same renewable energy investment component in the upcoming 
AfDB loan. For us both projects (component B: renewable energy, wind and CSP, supported 
either by the IBRD or the AfDB) are the same, being the total size of the operation 350 M $ for the 
CTF. We recommend that, for the sake of clarity and coherence, future proposals which imply the 
support of different packages of the same project should be presented together for CTF TFC 
consideration.  

  
2. We need to know which parts of the two projects in component B, Wind and CSP, will be 

supported and why by the IBRD, by the AfDB, or by the CTF. The size of both projects is 
uncertain. The figures in tables 5 and 7 do not coincide. Furthermore, what will be the role of the 
private sector in both projects? The document lacks a reliable estimation of the private sector 
cofunding, clear in Annex 12. In para 43 the risk of delays in attracting private investment in 
power generation and implementing measures to improve energy efficiency is considered 



substantial. Would it be possible to receive more details on the support from the private sector to 
component B?  

  
3. Still related to funding, we see a reference to the Carbon Partnership Facility as an additional 

funding source. Given the uncertainty about carbon markets post 2012 and the limits under the 
current definition of a program of activities we would appreciate an explanation on the possibility 
of using this instrument. Are other similar sources of revenue being considered?  

  
4. We are concerned about the sustainability of both renewable energy projects. Apart from the 

ordinary full cost recovery tariffs to be implemented in 5 years, renewable energy promotion 
requires substantial and durable feed-in tariffs. This is clear in para 43 of Annex 12, where feed-in 
tariffs are even more influential than sources or terms of financing on the projects’ IRRs. Beyond 
the recent tariff increases, would it be possible to get more details about the next regulatory and 
organizational steps to ensure the economic sustainability of these investments? Will they be 
treated differently inside Eskom?  

  
5. Finally, as a minor comment, we suggest using either rands or dollars throughout the document in 

order to facilitate the comparisons.  
  
Best regards, 
  
Vanesa Álvarez Franco 
D. G. Financiación Internacional / G. D. for International Finance 
S. G. Instituciones Financieras Multilaterales / D. D. for Multilateral Financial Institutions 
Ministerio de Economía y Hacienda / Ministry of Economy and Finance of Spain 
Paseo Castellana, 162 Planta 17 Desp. 20 
28046 Madrid 
Telf: +34 91 583 58 74 
vanesa.alvarez@meh.es 

 


